M NUTES

MONTANA HOUSE OF REPRESENTATI VES
57th LEG SLATURE - SPECI AL SESSI ON
COWM TTEE ON APPROPRI ATI ONS

Call to Order: By CHAIR DAVE LEW S, on July 25, 2002 at 8:00
A M, in Room 102 Capitol.

ROLL CALL

Menbers Present:
Rep. Dave Lewis, Chair (R
Rep. Edith Cark, Vice Chair (R
Rep. Matt McCann, Vice Chair (D)
Rep. John Brueggeman (R)
Rep. Rosalie (Rosie) Buzzas (D)
Rep. Tim Cal | ahan (D)
Rep. Bob Davies (R
Rep. Stanley (Stan) Fisher (R
Rep. Di ck Haines (R
Rep. Donald L. Hedges (R)
Rep. Joey Jayne (D)
Rep. Dave Kasten (R
Rep. Christine Kaufmann (D)
Rep. Mboni ca Lindeen (D)
Rep. Jeff Pattison (R
Rep. John Sinrud (R
Rep. Joe Tropila (D)
Rep. John Wtt (R

Menmbers Excused: None.
Menmbers Absent: None.

Staff Present: Taryn Purdy, Legislative Branch
Mary Lou Schmtz, Conmttee Secretary

Pl ease Note: These are summary mnutes. Testinony and
di scussi on are paraphrased and condensed.

Comm ttee Busi ness Summary:
Hearing(s) & Date(s) Posted: HB 8 7/17/2002
Executive Action: HB 5 Do Pass As Anended 11-7
HB 9 Do Pass As Anended 15-3
HB 10 Do Pass As Anended 12-6
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Chai rman Lewi s opened the neeting with announcenents and the
agenda the committee would foll ow

Vice Chair Cark took over the neeting at this point and opened
t he Hearing on HB 8.

HEARI NG ON HB 8

Sponsor: Representative Dave Lewis, HD 55 said this was a
Suprene Court proposal and part of the Governor's package. It
will switch $223,000 funding for Cultural and Aesthetics grants
fromthe general fund to the Lodging Facility Use Tax. He
referred to the Proponents for further explanation of the Bill

Proponents: Chuck Swysgood, Director, Ofice of Budget and
Program Pl anning said this is one of the Bills of a nunber of
Bills that are part of the package his Ofice will present.

Mar k Si noni ch, Director, Departnent of Commerce said
travel pronotion responsibility falls within the Departnent of
Commerce. The reason for the funding switch is that over the
| ast four fiscal years, they have been able to devel op a snal
surplus within the bed tax fund. The expenditures for
pronotional activities have been sonething | ess than what the bed
tax has brought in. That has left a surplus at this tinme. Wile
the noney that is offered up today does not inmediately or
directly affect their pronotional efforts, the efforts they are
planning for this year, they still result in a cut to the
Depart nent because they are funds that the Departnent had
avai l able. They are trying to put into place a new customner
rel ati ons managenent tool, software for how they deal with the
public and how they respond to custoner requests etc. So these
funds are a way to eventually do that. By offering up the
dollars in this budget cut they are going to have to del ay that
activity. This is not without cost to the Departnent or
ultimately to their pronotional efforts.

Arlynn Fi shbaugh, Director, Mntana Arts Council
said they adm nister the Cultural Trust grants. These are not
only arts grants or arts trusts but also fund ot her prograns,
such as Montana Ag Museumin Fort Benton or the Arlee Historical
Soci ety.

Amy Sul I'i van, Montana Tourism Coalition said they
support this one-tinme only transfer. They are pleased that the
tourismindustry has been able to maintain and grow and able to
bring forth sone of this noney for the budget crisis. However,
inreviewmng this, she nmade a coupl e observations in terns of
depleting the entire reserve account of $1.9 mllion. |In view of
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the stock nmarket and the effects of 9/11, they do not know what
is going to happen to their industry. They feel depleting the
entire reserve account nmay be remss in the long term even just
a couple nonths out. They would like to have sone of the reserve
repl aced.

Stuart Doggett, Montana | nnkeepers Association said
t he budget transfers in this Bill raise sonme concerns. Reducing
the bed tax reserve called for in HB 8 and again in HB 2,
el im nates sone of the funding that has been set aside in his
industry. Wrking wwth the admnistration on the Touri st
Advi sory Council and other groups, funding should be used to
purchase a needed soft-ware program for the Travel Montana Cal
Center. It was suggested this is a new program That is not the
case. The Center has been in existence for 9 years and the noney
t hat was set aside, $600, 000, whether they needed the total
anount or not, was to upgrade a software program because the
software is 8 years old. The Commttee should know that the
sof tware now does not function properly. They are in hopes the
Department of Adm nistration can | ook at that and make sone
| ogi cal resolutions.

There are now non-resident travelers spending a
l[ittle over $1.6 billion in our econony. Tourism has been an
early industry in the state. However, he does support taking
these funds for the budget situation as the Commttee continues
its deliberations. It is his hope they will look at this issue
and retain a small amount of reserve for maki ng an upgrade to the
sof tware program

Qoponent s: None

Questions fromCommittee Menbers and Responses: Representative
Buzzas asked Ms. Fi shbaugh how she feels about this and if the
noney goes back into tourismin January, is she concerned about
not getting funding for her progran? M. Fishbaugh said she is
al ways concerned. She will continue to advocate for these
prograns and how they inprove the econony, revitalize communities
and i nprove education which are strong investnents for Montana.

Representative McCann said apparently there is a
reserve of $1.9 mllion. WII the special prograns |listed use up
the entire reserve? Director Sinonich said no, it will not. The
account bal ance right now is about $2.1 mllion. The total
proposed fund switch enconpassed within HB 8 and all the prograns
in HB 2, including noney going to the Arts Council; Parks
Division, Fish, WIldlife and Parks; Miseum of the Rockies; as
well as the Historical Society, adds up to $1,915,000. There is
about $200,000 left in the account. By statute the Departnent is
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al l ocated 67% of all bed taxes collected. This reserve has only
been built up over the last four years.

Representati ve McCann asked why the state continues
to support the Museum of the Rockies? He understands it is
affiliated wth the University in Bozeman but asked for the
relationship to be explained. D rector Swysgood said in his
effort to nmake sure that the use of the bed tax noney was tourism
related and to be able to get as much general fund out of those
prograns such as the Museum of the Rockies, which is world
renowned for its displays, it was one of the areas to get a fund
switch. Their base is still intact so this will not affect the
base. In answer to Representative McCann's question, the Miseum
is partly self-sufficient but there is sonme state support through
the University system about $500, 000.

Representative Haines said, in summary, the
Director's concerns are two. |If the tourismmarket is soft,
there may be expenditures but won't have a reserve to cover and
that in the future if this noney is taken out of the program it
woul d cut into the program Director Sinonich said the second
concern is nost accurate. They want to nake sure that, even with
their estinmates for this year, they will need a cushion. H's
concern is for the long term |If they want to continue to
mai ntain a strong pronotional effort in the state, they need to
be cautious how nuch of the bed tax noney they divert away from
pronotions to other types of activities.

Cl osing by Sponsor: Representative Lewis closed the Hearing on
HB 8 by commendi ng the I ndustry and the Budget O fice for being
cooperative. This has been an item of discussion for years as to
whet her or not sone of the activities of state governnent that do
have a relationship with tourismand travel may be eligible for
funding fromthis source.

Chairman Lewi s chaired the neeting at this point.

He said the next order of business will be taking up the
Departnent of Justice, Mdtor Vehicle Division. This is one of
the major fund switches that nmake up the Governor's proposal
taking $8.2 million out of the Departnment of Transportation Fuel
Tax Account and using it to fund the Motor Vehicle Division.

Greg DeWtt, Legislative Fiscal Division, said this is a funding
switch for the Departnent of Mdtor Vehicles which is currently
funded, partly with general fund, to be funded with the State
Speci al Revenue Account. He referred to Pages 71, 73 (the

i ssues) 74 and 75 (the | anguage) of the Legislative Budget

Anal ysi s book.
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{Tape : 1; Side : A, Approx. Time Counter : 0 - 29.3}

Dave Galt, Director, Departnment of Transportation expl ai ned

EXHI Bl T(aph-8a0l1) EXH Bl T(aph-8a02) and referred to three issues,
the current fund bal ance, the inpact with the changes and what
happens with re-authorization of the Federal H ghway Bill and the
constitutionality of the changes. He also spoke of the
constitutional |anguage on Page 73, parts a, b and c, and Page
75, Legislative Budget Analysis. The whole issue concerning not
rai sing gasoline taxes is going to rest with what kind of federal
ai d hi ghway program Montana is privileged to get at the begi nning
of 2004. Can we nake a one-tine transfer of this noney and not
raise taxes in 2003, yes. Hi s concern is that this beconmes an
ongoi ng transfer.

Cary Hegreberg, Mntana Contractors' Association said his group
is opposed to the transfer of $8.3 million out of the highway
speci al revenue account. Construction is done for a reason and
that is to provide a safe and expedi ent transportati on systemfor
a state with a |ot of geography and not very nmany options on how
el se to get around. The transportation systemin this state is
vital to all residents. The National Acceptance Statistic is
that 42 jobs are created by every $1 mllion spent on hi ghway
construction. So the $8.3 million was spent directly on
construction. That translates into roughly 340 jobs paying
somewhere in the neighborhood of $20 an hour. That $8.3 nmillion
is mtched with federal noney which translates into 2400 jobs for
the State of Montana. The real issueis, wll we be able to

mat ch those federal dollars in the future? He does not relish
the prospect of trying to convince the |legislature to pass a gas
tax increase.

Dean Roberts, Adm nistrator, Mtor Vehicle D vision, Departnent
of Justice said he agrees with Director Galt and sees this as a
one-tinme funding swwtch. At the present tine they have about
$400, 000 of their $9 million budget comi ng out of gas tax noney
t hi s bi enni um

Jerry Driscoll, Montana AFL/Cl O said when noney is switched, it's
never com ng back to highway construction. It is not a one-tine
source because the next crisis will be worse.

Questions fromthe Conmittee: Representative Fisher expressed a
concern to M. Hegreberg who responded. There are a few | arge
sources of noney available in the State of Mntana, one of which
is this H ghway Construction account. Another is the Coal Trust.
The Coal Trust is getting 6%or 7% interest. The H ghway
Construction account at the Departnent of Transportation is
generating 42 jobs for every $1 million invested. Every $1
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mllion of the Coal Trust is netting the state 2% in interest,
accruing in perpetuity. That is a better source to be draw ng
fromthan the highway account. The return on investnent for the
State of Montana is going to be nuch better drawi ng the Coa
Trust down than this one.

Representative McCann asked Director Galt what the total federal
anount is for the transportation progran? Director Galt said

their program|ast year was $285 million, FY 2002. There was a
drawback in that account and they | ost sone Federal noney for FY
2003, around $259 mllion. Their match rate varies, depending on

where they spend it, how they spend it and if they are getting
.92 on every dollar of federal aid or, at worst, .87 on every
dol | ar.

{Tape : 1; Side : B; Approx. Tinme Counter : 0 - 29.6}

Representative Jayne referred to the | anguage proposed to add to
HB 2, and asked Director Swysgood if there is any other |anguage
in HB 2 that would negate this particular | anguage proposed by
the executive? Director Swysgood said not that he is aware of.
That | anguage all ows the Departnment to, under the current
accounting system transfer and still be able to work within the
parameter of restricted and unrestricted accounts.

In response to a question from Representative Buzzas, Director
Galt said they track revenue comng in. They don't tie the
revenue in each individual expenditure account.

Greg DeWtt, Legislative Fiscal Division said, in conversations
with analysts in the Budget Ofice, their intent is to have a
separate appropriation which tracks these nunbers for a
restricted account and a separate one for a non-restricted
account for imedi ate action, not the long term

Representati ve McCann asked Director Galt what his projected
figure is in federal noney to nake the program work for Montana?
Director Galt said the Departnment is planning on and is geared up
for, $325 mllion. |If they got a programfor $375 mllion they
woul d have to conme back to the Legislature because they don't
have enough noney to get through the 2005 biennium There are
two problens that could surface. The first one is, they are not
going to know the level of that programin the 2003 |egislative
sessi on because the Federal H ghway Bill won't be signed until
January, 2004, or Decenber, 2003. They will be past the 2003
Legi sl ature before they know what that programis going to be.
The second thing is, traditionally, when there is such a drastic
increase in a federal program Congress allows the states to ranp
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up. A $375 million programis very optimstic, certainly not
i npossi bl e.

Chairman Lewi s summari zed saying, Director Galt's best guess is
the 2007 Legislature will have to deal with a tax increase.

In response to a question by Representative Buzzas, D rector
Swysgood said everything they are doing in the special session is
for FY 2003. So all the noney these agencies have had in funding
switch proposals, the original noney is still there. They wll
work fromthe base when they put the budget together for FY 2004
and FY 2005. Those bases are probably going to di sappear and
will have to work at a |lower |evel than accustoned to because

the revenue isn't there to continue to fund governnent at the
rate it is being funded now. There are no plans for increasing
revenue.

{Tape : 2; Side : A, Approx. Time Counter : 0 - 29.7}
{Tape : 2; Side : B; Approx. Tinme Counter : 0}

Todd Younkin, Legislative Fiscal Analyst, referred to page 76,
the Legi sl ative Budget Anal ysis book, saying this proposal is a

fund switch in two parts. The first part will take place within
t he Departnent of Labor and Industry. There will be a fund
switch of $4 mllion in the Enploynent Security Account, state
special revenue, and will be replaced with $4 nmllion in federal
funding. That will conme froma one-tinme only Reed Act

di stribution. Once that $4 million is replaced it frees up $4
mllion and takes special revenue ESA funding which will then be

used to replace general fund across state governnent. He
referred to the chart at the top of page 77.

Director Swysgood said they had originally intended to use sone
of the noney that is in the Trust Account for the Unenpl oynent

| nsurance Benefit Program which has grown over the years. Once
the noney goes into that fund, it can't be touched. He expl ai ned
how t hey could fund the agency prograns as stated by M. Younkin.

Chairman Lewis referred to Director Swysgood saying, if he | ooked
at the progranms funded with this and wanted to elim nate one of

t hose prograns, would it | eave that noney to replace general fund
in Health and Human Services in one of their prograns? This is
effectively general fund noney. Director Swysgood said that
could be done but he would caution the Conmttee that he has
tried consistently with fund switches, used the noney that cane
fromthose sources to fund prograns that were directly, or could
be tied to, the purpose of what the fund was so he would
adamant|ly oppose the Conmittee doing that.
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Chai rman Lewi s said he understands that it would have to be

sonmet hing that woul d be proper use of funds, such as job training
activities. Director Swysgood said if Chairman Lew s could find
nore job related training prograns than he has found, he would
wel come t hat suggestion

Representative Jayne referred a question concerning the Reed Act
to Kevin Braun, Departnment of Labor and Industry. Wat are the
restrictions? M. Braun said the Reed Act is a one-tinme only
solution. The Departnent, over the years, has received about
$300, 000 a year. It goes to Unenpl oynent | nsurance

Adm nistration to be used for job service. It also goes to the
paynment of unenpl oynent insurance benefits. Representative Jayne
asked who has control of those nonies when it is received and the
authorization to spend it? M. Braun said the funds are held in
t he Unenpl oynent | nsurance Trust Account.

Chai rman Lewi s asked Pat Gervais, Legislative Analyst, if there
are other areas within the ESA prograns that m ght be eligible
for use of this Reed Act noney? M. Gervais said her
understanding is that this transfer doesn't replace all of the
general fund supporting Vocational Rehabilitation, Section 110,
so she woul d | ook at the total general fund appropriation there.
There may be sone general fund left after this transfer. She
woul d | ook for additional job training services being paid for
out of the TANF program

Representati ve Kaufmann referred to the Youth Chal |l enge Program
and asked how it is a job training progran? Director Swysgood
said that programis an extensive training program Those

i ndi vi dual s have dropped out of school and are high risk. This
intervention allows themthe opportunity to get a CED test and a
| ot of those graduates fromthat course go into job enpl oynent,
go into the service or they go to college. Representative

Kauf mann asked if he would use that |ogic saying K-12 public
education is job training and ESA funds could go there as well?
Director Swysgood said any form of education is job training.
Representative Kaufmann said if we were to elimnate all the
prograns here, we would potentially have noney to fund public
education. Director Swysgood said they could take all the fund
swi tches he has done and elimnate all the prograns for
educati on.

Representative Buzzas asked M. Braun if he wanted to conpletely
fund the Departnent of Labor adm nistration through those dollars
and how much noney is in the backfill he spoke of? M. Braun
said there are two issues here. They are discussing the

Enmpl oynent Security Account and the funding shift by virtue of
capturing Reed Act distribution noney, the backfill of ESA to
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fund the Job Service which is proper use of Reed Act nobney, so
they are very limted. They are |ooking at the broader picture
with the use of Reed Act noney. He doesn't have the information
in front of himwhere he can give an accurate depiction of
exactly how the other $14 million will be utilized. They have
identified $4 mllion right off the top to pay for a U conputer
system to retire a debt to develop that system

Chai rman Lewi s announced Education will be next.

After a brief break, Chairman Lewi s introduced Chall enge program
students. Colonel Randall Msley, D rector, Departnent of
Mlitary Affairs, said he appreciated the opportunity to all ow

t hese cadets to appear and identify thenselves. They each spoke
briefly in support of the program EXHI Bl T(aph-8a03)

EXHI Bl T(aph- 8a04)

HEARI NG ON HB 4

Sponsor: Representative Dave Kasten, HD 99 said this Bil
tenporarily suspends transfers to the School Technol ogy Account.
Currently, revenue collected fromtinber harvest on school |ands
in excess of 18 mllion board feet, is deposited in the School
Technol ogy Account, special revenue fund. HB 4 will renove this
deposit in that account and redirect that revenue to the general
fund for state schools. There is a conpanion Bill, HB 7, and if
passed, will create the dedicated school revenue fund where these
monies wll go. |If passed or approved by this session, the
revenue, along with the interest, will be deposited in a school
revenue fund.

{Tape : 3; Side : A, Approx. Tinme Counter : 0 - 30}

The Departnent of Natural Resources estimates that the revenue
will be $1.2 mllion in FY 2002 and $1 mllion in FY 2003. Since
nmost of this revenue is not distributed to the School Technol ogy
Account until very late in the fiscal year, revenue fromthe
previous year is spent in the following fiscal year. Wile this
proposal will reduce technol ogy purchases of school districts for
two years, it does not inpact the core funding entitlenment to
school s.

Jim Standaert, Legislative Fiscal D vision, said the nunbers have
changed. The handout, EX. 11, 7/24/2002, shows increased revenue

to the general fund will be $2.3 million. They discovered that
FY 2002 revenues were actually higher than the $1.2 nmillion
estimated earlier and is now $1.8 nmllion. The total revenue

impact is $2.9 million for the Bill
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Pr oponent s: None

Qpponent s: Li nda McCul |l och, State Superintendent, Ofice of
Public Instruction referred to the Governor's proposed budget
cuts with the elimnation of $2.3 mllion in Tinber Harvest
Revenue targeted for classroomtechnol ogy purchases. This
revenue is distributed on a per pupil basis and reaches every
district in Montana. After being notified by the Departnent of
Nat ural Resources and Conservation that the projected $1.2
mllion in tinmber harvest receipts was actually $1.82 mllion, it
nmeant an additional $622,000 avail able for schools for this
purpose. Wth the budget reductions, the cuts for this program
woul d be $2.8 million. She opposes these cuts. The OPlI believes
this violates the trust obligation and use of revenues fromthis
| and.

Eric Feaver, MEA/MFT said it is unconstitutional.
An Enabling Act of the Constitution of this state dedicates the
noney for schools. The noney cannot be diverted. Technol ogy
does not have to be replaced on an annual basis quite the sane
way teachers' salaries and health care benefits have to be
addressed. So school districts do use this noney to suppl ant
their general fund obligations to neet their other program needs,
i ncluding salaries, benefits and prograns for children. This is
an i nportant source of noney.

Bob Vogel, Mntana School Board Associ ation
Dave Puyear, Mntana Rural Education Associ ation

Jack Copps, Executive Director, Mntana Quality
Coal i tion.

Vi ol a Johnson, Vice President, East Hel ena PTA

Questions from Commttee Menbers and Responses:

Representative Fisher asked M. Puyear if he was
aware we have 115 el enentary schools who have | ess than 25
students and of that nunmber 68 of those schools have | ess than 10
students. In the high school category there are 79 schools with
| ess than 100 students. The high school represents 8.6% of the
school enrollnent and those 115 schools with | ess than 25
students represent about 1.2 %of the total enrollnent. Are you
wor ki ng on a plan to consolidate any of these school districts?
The smal | er school district, wth the present funding situation,
is in better shape than the |arger school districts.
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M. Puyear said his organization represents the smaller rural
school s across the state and are not opposed to consolidati on.
They are against forced consolidati on because of the culture of
Mont ana.

Representative Buzzas referred to the anmobunt of noney spent on
teachers' salaries. Is it not true that even if there was
consolidation, there would still be personnel costs because
education is a service industry and we are paying for teachers in
the classroomto deliver the product. M. Puyear said over 70%
to 80% of Cascade County's budget went to personnel. The Cass C
and B schools are an exanple of adm nistrative roles. The
reality is someone still has to open the doors in those snal
schools if the community wants a school there. Those
admnistrative roles often include driving bus, janitor and
superintendent and they deserve their salaries. Several rural
school s share staff.

{Tape : 3; Side : B; Approx. Tinme Counter : 0 - 29.7}

Representative Lindeen referred to M. Feaver's coments that
this Bill was unconstitutional and asked the Sponsor to respond
tothat. He referred the question to Director Swysgood who said
the way this works is under current law, this nmoney would go into

the general fund. |If HB 7 passes, it creates a guaranteed fund
and it will flowinto that fund. Qher general fund revenue that
goes to fund education will be reduced by a |like amunt so this
nmoney woul d still be in use to fund educati on.

Ms. McCulloch said the Ofice of Public Instruction believes it
is unconstitutional. Valencia Lane, Legislative Attorney said
she conferred with G eg Petesch, Director, Legal Services Ofice,
and after reading the Bill, said that it is not unconstitutional.
The way the funds are diverted, they are still going to school

f undi ng.

Representati ve Buzzas asked Director Swysgood if this is
conditioned on the passage of HB 7? Director Swysgood no it

isn't. In the |last session, they created a sub-fund within the
general fund for certain itens. |f HB 7 doesn't pass, this noney
woul d then flow into that account and be dispensed. If HB 7

passes, which creates a guaranteed fund of state special revenue,
then this noney would flowinto that. Chairman Lewis said the
guaranteed fund doesn't particularly have budget inpact at this
time but basically, SB 495 | ast session from Secretary of State
Brown and Superintendent MCulloch, litigation was filed on that
and HB 7 woul d supposedly clarify so it will put themin a better
position dealing with that litigation and this would be part of

t hat because there is a separate fund, a special revenue fund.
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Representative Buzzas referred to M. Copps, Mntana Education
Coal ition, concerning the matter of constitutionality. M. Copps
said he wanted to enphasi ze that accountability is a two-way
street. The Suprene Court has nade it clear that no matter how
difficult the tinmes, you cannot sinply set aside constitutional
responsibilities. The Constitution of this State specifically
says that the legislature shall provide a free basic system of
qual ity educati on.

Representative Pattison referred a question to M. Copps in terns
of the state's responsibility and the 1988 Suprene Court's
decision on equity. M. Copps said the Court said it would not
attenpt to define what the state's share would be for education
because the funding systemfor education is really convol uted.
There are too many funds and too conplicated to try to rely on a
sinple figure. 1t did enphasize that the |anguage in the
Constitution says that the |egislature shall provide. That does
not nmean that the |egislature shall provide 100% of noney. \Wat
that means is the legislature has an obligation to provide
resources at whatever |evel to insure that adequacy occurs as
wel |l as equity. Representative Pattison asked if they are
mandated by a certain fornmula to come up with the funding for the
school s according the Suprene Court or the Constitution? M.
Copps said he would not want the commttee to accept his
definition of adequacy. He is just repeating what the Suprene
Court did say. It said that quality must be built on the basic
accreditation standards.

Representative Jayne referred the Sponsor to lines 20-25 of the
Bill. Nowthere is a definition of distributable revenue and
what this Bill does is to nake an exception for what the Bill is
proposing to do. Representative Kasten said that is correct.

That is where HB 7 cones in. In answer to a question from
Representati ve Jayne concerning the term "dedi cated school
revenue", Any Carlson, Ofice of Budget and Program Pl anni ng said
that termis defined and created in HB 7. At the bottom of page
2, Coordination Instruction, this only takes effect if HB 7
passes. HB 7 takes all the dedicated school revenues, all those
funds that are dedicated to schools, at least in the constitution
and maybe in statute, puts theminto one state special revenue
fund. R ght nowthere is no term "dedi cated school revenue" in
the Code. It would be a new creation created by HB 7 if it is
passed.

{Tape : 4; Side : A, Approx. Time Counter : 0 - 29.7}
Represent ati ve Davi es asked M. Copps to comment on the unstated
assunption that nore education noney equals nore quality
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education. \Wat recourse does the |legislature and nore
inportantly, the parents have if they believe the schools aren't
teachi ng adequately? M. Copps said schools are operated by

el ected officials, school trustees, and are el ected by the
majority of those who vote in that community and determ ne those
are the people who shall represent their interest. The voters
have that avenue to replace those people so that they are
properly represented.

Representative Sinrud asked Ms. McCul |l och how she set the
standards for accreditation. She said her office does not set
the standards for public education in Montana. The State Board
of Education is appointed by the Governor and serves for 7 years,
and are the ones that nmeke the standards.

Representative Sinrud asked Eric Feaver what he woul d suggest
woul d be an adequate sal ary anmount for teachers? M. Feaver
said to start, $25,000, and a maxi num of $50, 000 after 15 years.
Then add full famly nedical and a sign-up bonus of $2,000 or
$3,000. Representative Sinrud asked M. Feaver if he would agree
that teachers are much better paid than the nornal average
wor ki ng Mont anan? M. Feaver said teachers are nuch better
educated and have a far greater responsibility than the average
normal wor ki ng Montanan, as well as the responsibility of your
chil dren and our future.

Cl osing by Sponsor: Representative Kasten closed the Hearing on
HB 4.

{Tape : 4; Side : B; Approx. Time Counter : 0 - 29.5}

Chai rman Lewi s announced Superintendent MCull och will address
t he reduction proposals for K-12.

Li nda McCul | och, Superintendent, Ofice of Public Instruction
EXHI Bl T( aph- 8a05)

Steve Mel oy, Executive Secretary, Board of Public Education
EXHI Bl T(aph- 8a06)

Eri c Feaver, MEA/ MFT said his organization is opposed to a Fl ex
Plan reduction. He will support noney fromthe Wrknen' s Conp
fund as well as tax increases on cigarettes.

Bob Vogel, Montana School Boards, EXH Bl T(aph-8a07) EXH Bl T(aph-
8a08)

Reverend Bob Hol nes, Sem -retired mnister, Helena spoke in favor
of increasing taxes for everybody,
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Meeting adjourned at 12:20 until 1:20
{Tape : 5; Side : A, Approx. Tinme Counter : 0 - 29.5}

Pam Joehl er, Legislative Fiscal Division, referred to page 80, of
the Legislative Budget Analysis for the H gher Education
Reduction. The net general reduction this conmttee wll be
addressing is $3.19 million. It is approximately 3.5% general
fund reduction. Page 81, Fiscal 2003 General Fund Reducti on,
Mont ana Uni versity System shows the inpact of not only the
proposal being presented to the special session, but also the
first revenue cuts of 3.5% The commttee will decide the |evel
of cuts, if any, and the Board of Regents will ultimately decide
how t o nmanage those cuts. M. Joehler referred to Page 83 with
the comment: |If the |egislature does adopt the Governor's
proposal s for the Montana University Systemin special session
and the Board of Regents ultimately approves the recovery of one-
hal f of the conbi ned general fund reductions through tuition and
mandatory fee hi kes, and assunming there are no additional budget
reserves avail abl e, actual expenditure reductions would anmount to
approximately $3.9 million, or about 37 percent of the conbi ned
reductions. If the full anmount, with the same assunptions, the
tuition fee increase woul d be approximately $169 per student per
year .

Ri chard Roehn, Chairman, Board of Regents EXH Bl T(aph-8a09)
Ri chard Crofts, Comm ssioner, Hi gher Education EXH Bl T(aph-8al0)
{Tape : 5; Side : B; Approx. Tinme Counter : 0 - 25.5}

Ceorge Denni son, President, University of Montana EXH Bl T(aph-
8all)

Ceof f Ganbl e, President, Montana State University EXH Bl T(aph-
8al2)

Dan G Il an, Senior Biology Student, Havre, Representative of
Uni versity of Montana Student Bodi es.

John Swan, Associ ated Students, University of Montana
{Tape : 6; Side : A, Approx. Time Counter : 0 - 29.6}
Questions fromthe Conmttee: Representative Kasten asked

Comm ssioner Crofts what the average student debt is. Dr. Crofts
said the average graduate of the Montana University system has a
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debt of about $17,000 a year, which is alnpst identical to the
nati onal average.

Representative Hedges to Dr. Crofts regarding his initial
presentation of studies with peer institutions in terns of total
costs of educating the students. How does this conpare with
North Dakota? Dr. Crofts said North Dakota can offer a | ower
tuition rate and he will get an analysis for Representative
Hedges.

Representative Davies to President Rhoem concerning | ost revenue
wi th non-resident students who nove to Bozeman, work and pay
taxes for a year and then pay resident fees. President Rhoem
said it is a problemthat should be dealt with and w il assi st
the legislature in any way.

Representative Lindeen to President Ganbl e concerning the Ag
Experiment Stations and the second round of cuts to the Stations,
what does he see as a direct result? President Ganble said it

w Il inpact eight additional faculty positions and will forego
sonme needed equi prent.

bservations, follow up questions and comments by Representatives
Clark, Sinrud, Buzzas, Pattison, to President Ganble and Dr.
Crofts.

Representative Lewis offered an anendnent concerni ng noney spent
on inter-collegiate athletics, $7 mllion a year. The anendnent
will take $3.5 million out of the University budget suggesting to
the Regents they go to the alumi foundations and raise half the
cost of inter-collegiate athletics. He asked for Regent Rhoem s
reaction to that. Regent Rhoem said he would like to | ook
closely at how nmuch state aid does go to inter-collegiate
athletics and evaluate it.

{Tape : 6; Side : B; Approx. Tinme Counter : 0 - 28.6}

HEARI NG ON HB 3

Sponsor: Representative Dave Kasten said the Bill inposes a 20%
reduction in funding for the general fund conponent of the pay
plan all state enployees. The general fund savings are
approximately $4.223 mllion and there will be sonme adjustnents
to that figure. The 20% reducti on does not include a freeze on
the 4% i ncrease on the annual sal aries of enployees. Agencies
w Il have to use other funds to pay for the increase. Agency
directors will have the flexibility to inplenment this act.
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Pr oponent s: None
Qoponent s: Eri ¢ Feaver, NEA/ MFT

St eve Yeakel, Representing a broad range of Human
Service groups.

Steve Cettel, Superintendent, Montana School for the
Deaf and Bl i nd.

Questions fromCommttee Menbers and Responses: Representative
Buzzas said obviously there will be lay-offs if this Bill passes.
How many people will be involved and what anmount of noney is

i nvol ved? M. Yeakel said he would not presune to give exact
nunbers but there will be service reducti ons now so service
reductions will follow M. Gettel said they are now | ooki ng at
$45,000 in reductions. That equates to 1 or 1.5 positions at his
school

Representative McCann asked M. Cettel if this Bill automatically
equates to |l ost positions? M. GCettel said no.

Representative Lewis said this takes 20% of the noney that was
appropriated for the 4% pay increase. This is not a 20% pay cut,
this is 20% of the 4% increase. |In addition, that is roughly a
1% i ncrease in vacancy savings. The Ofice of Budget and Program
Planning has $1 mllion in a contingency fund. Director Swysgood
said they were appropriated $1.3 mllion contingency fund. Half
of that was |left when they reduced that during the original round
of cuts. He said his office would work with sone of the

har dshi ps created through reductions, such as the School for the
Deaf and Bl i nd.

Representati ve Haines referred Representative Lewis to Page 89,
Legi sl ative Budget Analysis, and quoted: This proposal would
reduce general fund appropriated for the fiscal 2003 pay plan by
20 percent. He asked Representative Lewis doesn't the pay plan
i nclude the existing pay structure? Representative Lews said
the appropriation in HB 13 paid for the 4% i ncrease.

Represent ati ve Hedges asked M. Cettel if a student transfers
from Pl entywood to the School for the Deaf and Blind, do they
send tuition noney? M. Gettel said no, they are part of the
public education systemthat is provided by the State of Montana.
It was established because it was recogni zed deaf children could
not be educated in their hone district so there needed to be an
alternative.
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{Tape : 7; Side : A, Approx. Time Counter : 0 - 29.4}

G osing by Sponsor: Representative Kasten closed the Hearing on
HB 3.

EXECUTI VE ACTI ON ON HB 2 AMENDMENTS

Representative John Wtt, HD 89, said it has cone to his
attention, after reviewing the audit process, that npbst agencies
are not adhering to his request that they cut travel by 25% He
is proposing again an additional 25%of the total travel budget.
EXH BI T( aph- 8al13)

Motion: REP. WTT noved a conceptual amendnent that in the 2003
budget 25% of travel will be reduced.

Taryn Purdy, Legislative Staff, asked Representative Wtt if
there are any exceptions to the travel with this anendnment?
Representative Wtt said his position is for all agencies and
make those exceptions as people demand, if needed.

Questions fromthe Commttee: Representatives Jayne, Call ahan,
Li ndeen, Fisher, Buzzas, Tropila, Hedges to Representative Wtt.

Representative Wtt cl osed.

Vote: Wtt conceptual anmendnent passed 13-5 with Representatives
Buzzas, Call ahan, Jayne, Kaufmann and Li ndeen voting no.

Motion: Representative Wtt explained EXH Bl T(aph-8al4). He
of fered and noved a conceptual anendnent to reduce Ofice
Supplies by 25%

Questions fromthe Conmttee: Representative Jayne to Ms. Purdy,

{Tape : 7; Side : B; Approx. Tinme Counter : 0 - 29.4}

concerni ng software purchases. In the general overall category
of Supplies, conputers can appear there. Ofice supplies is a
little bit nore narromy defined term Representative Lews said
if conputers are under $5,000 they are part of Supplies.

Represent ati ves Kauf mann, Kasten, Brueggeman, MCann, Lew s,

Buzzas, Fisher, to Representative Wtt and Joe WIIi ans,
Depart ment of Corrections.
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Ms. Purdy said in order to apply this, they will need to take it
out of one line-itemin the Bill so as not to change every single
line itemand then give the agencies the capability of noving
that reduction to other prograns. That would require sone

| anguage. She wanted to clarify that was the intent of the
commttee and that it is OK for to do that. By putting that

| anguage in would allowthemto do that. Representative Wtt
agr eed.

Di scussion: Representative Jayne, Buzzas, Tropila, Haines, to
Representative Wtt for clarification.

Vote: The Wtt Conceptual Anendnment to reduce office supplies by
25% passed 12-6 with Representatives Buzzas, Callahan, Jayne,
Kauf mann, Lindeen and Tropila voting no.

EXECUTI VE ACTION ON HB 5

Ms. Purdy explained that the followng is a technical anmendnent
that was initially prepared by the budget office. The reason her
initials are on it is they needed to put it in their system

This is the amendnent that clarifies that the Research and
Commerci al i zati on account would receive $3.650 mllion in FY
2005. EXH BI T(aph-8al5)

Motion/ Vote: REP. LEWS noved that HB 5 BE AVENDED. HB00O0O501. at p
Voi ce vote carried unani nously 18-0.

Mbtion: REP. MCCANN noved that HB 5 BE AMENDED. HB0O0O0501. abc

Di scussion: Representative Lewi s explained that the

Admi ni stration has proposed taking $1.2 mllion out of Research
and Comerci alization. This amendnent would increase that to
$2.4 million with the intention of putting the additional $1.2
mllion in his reduction, back into K-12.

In response to a question from Director Swysgood, Todd Younkin
Legislative Staff, said it applies to FY 2003.

Mark Sinmonich, Director, Departnment of Commerce said their
contracts put |anguage that says "subject to availability of
funds”. In the Research and Commercialization effort, it is

i nportant that those projects be able to continue once they get
started. They are not just one year projects. They have nade
commtnents in previous years as well as a commtnent earlier
this year for sone of 2003 funding already. O the $4.85 million
that was statutorily appropriated for Research and
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Comercialization, $1.6 million is not yet committed by the
Boar d.

{Tape : 8; Side : A, Approx. Time Counter : 0 - 30.2}

Questions fromthe Commttee: Representatives Hedges, Buzzas,
Patti son, Haines, Lew s, Kaufmann with comments and concerns to
Representative McCann who said they have to prioritize what it is
they want to fund and this is the beginning of the process. This
does not nmean the end to Research and Commerci al i zati on.

EXHI Bl T(aph-8al16) EXHI Bl T(aph-8al7)

Vot e: MCann anendnent HB000501. abc failed 8 yes-10 no.

Motion/Vote: REP. LEWS noved that HB 5 DO PASS AS AMENDED
Motion carried 11-7 with Representatives Buzzas, Call ahan,
Hai nes, Jayne, Kaufmann, Lindeen and Tropila voting no.

Motion/Vote: REP. LEWS noved that HB 2 BE AMENDED for Ravall
and Cascade County Judges' staff. Mdtion carried unani nously.

Motion/Vote: REP. HEDGES noved that HB BE AMENDED for authority
to reduce the Lottery budget by $190,000. Mdtion carried
unani nousl y.

Di scussion: Taryn Purdy, Legislative Fiscal Division, referred
the Commttee to Pages 49 and 50 of the Legislative Budget

Anal ysi s concerning | anguage. Pat Gervais, Legislative Fiscal
Division said in addition to the | anguage on page 50, the
executive has requested that Section 2 of HB 2 be anended in the
boi | erpl ate personal services | anguage to all ow personal services
line itenms to be noved to contracted services only in the

di sability services division of the Departnment of Public Health
and Human Servi ces.

Motion/Vote: REP. LEWS noved that HB 2 BE AMENDED concer ni ng
| anguage, Page 50 as expl ai ned above. Mbdtion carried unani nously.

Mbtion: REP. FISHER noved that HB 9 DO PASS.

Di scussion: Gary Hanel, Legislative Fiscal Division, said there
are two anmendnents for HB 9 and explained (O phan RIT)

EXHI Bl T(aph-8al8) and EXHI BI T(aph-8al9) HB000901. at p.

EXH BI T( aph- 8a20)

{Tape : 8; Side : B; Approx. Tinme Counter : 0 - 30.4}
Motion: REP. FISHER noved that HB 9 BE AMENDED. HBOO0O0901. atp
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Di scussion: M. Hamel explained the amendnent to HB 9 (above).

It allows a transfer of the excess trust balance. Wthout that
anmendnment that excess trust bal ance cannot be noved into

Recl amati on and Devel opnent. The second thing the anmendnment does
is it reallocates interest that goes into four of the main RIT
trust funds. Those funds are renewabl e resources, Recl amation
and Devel opnent, Hazardous WAaste, Environnental Quality

Pr ot ecti on. It will increase the bal ance in Recl amati on and
Devel opnment by reducing the allocations of three of the funds.
In total there is $1 mllion available to be transferred fromthe

O phan Share Fund bal ance to the general fund.

Represent ati ves Buzzas, Fisher, Jayne, Kaufmann to M. Hanel and
Ms. Purdy.

Vot e: Anendnment HBO0O00901. atp passed 15-3 with Representatives
Buzzas, Jayne and Kaufmann voting no.

Motion: REP. WTT noved that HB 9 BE AVENDED. HB000902. agh
EXHI Bl T(aph-8a2l)

Di scussion: M. Hanel explained the amendnent using EX. 20.
Thi s amendnment restores $300, 000 of the $500, 000.

Represent ati ves Kauf mann, Fisher, Wtt, Buzzas, MCann, Jayne,
for further explanation to M. Hanel and Representative Lew s

Vote: REP. WTT anmendnent HB000902. agh passed 15-3 with
Represent ati ves Cal | ahan, Davi es and Kauf mann voting no.

Motion/Vote: REP. FISHER noved that HB 9 DO PASS AS AMENDED
Motion carried 15-3 with Representatives Buzzas, Jayne and
Kauf mann voti ng no.

Motion: REP. WTT noved that HB 2 BE AMENDED wi th the action of
HB 9. HB000202. aty
EXHI Bl T(aph-8a22)

Di scussion: Taryn Purdy, Legislative Fiscal Division, said what
t he above anendnment does is inplement in HB 2 what the Commttee
just didin HB 9. It reduces the anobunt of the transfer, the
switch in funding in DNRC from State Speci al Revenue to genera
fund. She also pointed out that one of the things that the

Comm ttee passed in the conceptual part of HB 2 with HB 9 was the
elimnation of some | anguage. That elimnation will have to be
undone. She will take care of that as part of this anmendnment.

{Tape : 9; Side : A, Approx. Tinme Counter : 0 - 28.8}
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Vote: Wtt anendnent HB000202.aty passed 17-1 with
Representative Jayne voting no.

EXECUTI VE ACTION ON HB 10

Mbt i on: REP. LEW S noved consi derati on of HB 10.

Di scussion: M. Purdy said Anendnent HB001001.atp was offered by
t he sponsor, Representative Balyeat. There was an inadvertent

m stake in the Bill as drafted. It took too nmuch noney out of
the Gowmh through Ag. The intent was to take $500, 000 out of

G owmh through Ag and this anendnent effects that.

Motion/Vote: REP. LEWS noved that HB 10 BE AVENDED
HBO01001. atp. EXH Bl T(aph-8a23) Modtion carried 16-2 wth
Represent ati ves Buzzas and Jayne voting no.

Motion: REP. WTT noved that HB 2 BE AMENDED. HB000201. aty.
EXHI Bl T(aph- 8a24)

Di scussion: Todd Younkin, Legislative Fiscal Division, said the
way he has drafted the anendnent and what this HB 10 anmendnent
will do is raise the percentage of Coal Severance Tax all ocations
that go into the Shared State Special Revenue Account.

Currently, under the Governor's proposal, the Conservation
Districts that had an appropriation reduced from approxi mately
$660, 000 down to $330,000. This anendnent was drafted to add
$280, 000 back into the Conservation Districts. This amendnment
changes the reduction to Conservation Districts from $330,000 to
$50, 000.

Represent ati ves Li ndeen, Jayne, Buzzas, Pattison, Haines to
Representative Wtt for clarification.

Vote: REP. WTT anmendnent HB000201. aty passed 11-7 with
Represent ati ves Buzzas, Call ahan, Fisher, Kaufnmnn, Lindeen,
McCann and Si nrud voting no.

Motion/Vote: REP. MCCANN noved that HB 10 BE AMENDED
HBO01001. al t EXHI Bl T(aph-8a25) Mtion carried unani nously.

Motion: REP. KAUFMANN noved that HB 10 BE AMENDED. HB001001. avl
EXHI Bl T(aph- 8a26)

{Tape : 9; Side : B; Approx. Tinme Counter : 0 - 29.2}
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Di scussion: Conments and Observations by Representatives Buzzas,
Fi sher, Pattison, Kasten, Sinrud, Haines, Kaufmann.

Vote: REP. KAUFMANN anmendnment HB001001. avl passed 10-8 with
Representatives O ark, Fisher, Haines, Kasten, Pattison, Wtt,
Hedges and Si nrud voting no.

Motion: REP. LINDEEN noved that HB 10 BE AMENDED, Conceptually
to reduce the cut by 15% Page 54, Legislative Budget Analysis.

Di scussion: M. Purdy, Legislative Fiscal D vision said when the
conservation districts were initially reduced in the Governor's
budget, what she proposed to do was cut in half the anmount of the

coal tax nmoney that conservation districts were getting. It is
her understandi ng that conservation districts al so get other
nmoni es from ot her sources, so that the 15% reduction overall in
the conservation districts may not be applicable across the board
to these others. |If the commttee would |like to do a

commensurate reduction in those other prograns that get coal tax
to the level that the conservation districts did, then she could
make that adjustnent.

Mbti on: REP. HAI NES npbved a substitute nmotion to divide and vote
on each one separately.

Vote: REP. Haines Motion failed 8-10 with Representatives
Brueggeman, Buzzas, Callahan, Davies, Kasten, Kaufmann, Lindeen,
Wtt, Lewis and Sinrud voting no.

Vote: REP. Lindeen Mdtion failed 6-12 with Representatives
Brueggeman, C ark, Davies, Fisher, Haines, Kasten, MCann,
Pattison, Wtt, Lewis, Hedges and Sinrud voting no.

Motion/ Vote: REP. TROPILA noved HB 10 DO NOT PASS. Motion
failed 5-13 with Representatives Lewis, Cark, MCann
Brueggeman, Davies, Fisher, Haines, Jayne, Kasten, Pattison,
Wtt, Hedges and Sinrud voting no.

Motion/Vote: REP. LEWS noved that HB 10 DO PASS AS AVMENDED
Motion carried 12-6 with Representatives Buzzas, Callahan, Jayne,
Kauf mann, Lindeen and Tropila voting no.

{Tape : 10; Side : A, Approx. Tinme Counter : 0 - 32.2}

Motion/Vote: REP. FI SHER noved to nake changes in HB 2 on
passage of HB 10 as anended. Modtion carried 14-4 with
Represent ati ves Buzzas, Callahan, Jayne and Kaufnmann voting no.
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Chai rman Lewi s announced tonorrow s neeting will start at 10:00
a.m

{Tape : 10; Side : B; Approx. Tine Counter : 0 - 2.1}

ADJ QURNVENT

Adjournnment: 6:25 P. M

REP. DAVE LEWS, Chair

MARY LOU SCHM TZ, Secretary

DL/ M5

EXHI Bl T( aph- 8aad)
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